DE 01-080

NEW HAMPSHI RE ELECTRI C COOPERATI VE AND
PuBLI ¢ SERvI CE CaowANY OF NEw HAMPSHI RE

Pi | ot Pay- As- You- Save (PAYS) Energy Efficiency Program
Order Inmplenmenting Pilot Program

ORDER NO 23,851

Novenber 29, 2001

APPEARANCES:. Cerald M Eaton, Esq. for Public Service
Conmpany of New Hanpshire; WIIliam Gabl er for New Hanpshire
El ectric Cooperative, Inc.; Senior Assistant Attorney Ceneral
Wnn E. Arnold for the Governor's Ofice of Energy and Conmunity
Services; Ofice of Consuner Advocate by F. Anne Ross, Esqg. and
Kennet h Traum on behal f of residential ratepayers; and Donald M
Kreis, Esq. for the Staff of the New Hanpshire Public Uilities
Comm ssi on.
l. BACKGROUND AND PROCEDURAL HI STORY

In Order No. 23,574 (Novenber 1, 2000), the New
Hanpshire Public Uilities Comm ssion (Comm ssion) directed the
New Hanpshire El ectric Cooperative (NHEC) and Public Service
Conpany of New Hanpshire (PSNH) to devel op a proposed pil ot
energy efficiency products program based on a concept known as
"Pay As You Save" (PAYS). Conmplying with that directive, NHEC
and PSNH subm tted their joint PAYS proposal on April 12, 2001,
and the Conm ssion opened this docket to consider it.

PAYS was first described in a paper presented in 1999
to the National Association of Regulatory Utility Conmm ssioners
(NARUC) by the Energy Efficiency Institute (EEI). As summarized

in the NARUC paper, PAYS is an effort to overcone certain market

barriers to consunmer investnent in energy efficiency neasures.
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The NARUC paper notes that "individuals typically do not use
societal criteria when nmaking personal or business decisions”
and, thus, often choose not to invest in energy efficient
technologies. P. A Cllo and H Lachman, Pay-As-You-Save Energy
Efficiency Products: Restructuring Energy Efficiency (Energy
Efficiency Institute, Decenber 1, 1999) (NARUC Paper) at 1.1
Sonme of the reasons for the lack of investnent in energy
efficient technologies cited in the NARUC paper i nclude
uncertainty about continued occupancy at a given |ocation and the
"split incentive" whereby "energy using equi pnent is purchased by
soneone other than the end user.” 1d. Another "significant
barrier” identified by the EElI is that "rational, well-inforned
consuners with access to capital and an understandi ng of the
life-cycle value of efficiency investnments often do not make such
i nvestments because the up-front cost is nore real to themthan
the theoretical future savings." |d.

PAYS, as proposed in the NARUC paper, seeks to address
t hese problens by offering energy efficiency nmeasures to
consuners and then permtting themto pay for themover tine
through their nmonthly utility bills. The prem se is that the

reduced energy costs triggered by the PAYS efficiency neasures

1 At least as of the date of this Order, the NARUC Paper
was avail able electronically at [ww. naruc. org/hbms/pays pdf]. A
descrlptlon of PAYS, and simlar prograns previously inplenented
in Vernont and Texas, appears in Public Service Conpany of New
Hanpshire, 84 NH PUC 185, 191 (1999).
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wi |l exceed the nonthly PAYS charges and, therefore, PAYS
custoners will literally be paying as they save noney on their
utility bills.

Following a duly noticed Pre-Hearing Conference on June
4, 2001, the Conm ssion entered Order No. 23,736 (June 14, 2001)
in which it approved intervention petitions submtted by the
Governor's Ofice of Energy and Community Services (ECS)
EnergyNorth Natural Gas, Inc. d/b/a KeySpan Energy Delivery New
Engl and (KeySpan) and Granite State Electric Conpany (GSEC). The
Comm ssion al so noted that the Ofice of Consumer Advocate (QOCA)
had entered an appearance on behalf of residential ratepayers
pursuant to RSA 363:28, 1I.

In Order No. 23,736, the Comm ssion requested briefs
fromthe parties concerning two threshold issues: (1) whether the
Comm ssion has the authority to permt a utility to disconnect
the service of a custonmer for non-paynent of PAYS charges and
(2) whether the Conmission has the authority to permt a utility
to cause PAYS charges to "run with the neter,” i.e., torequire a
new custoner to assune renmai ni ng PAYS charges when a previ ous
custoner has |left a PAYS neasure behind when vacating the
prem ses. Upon briefs submtted by PSNH, ECS and OCA, the
Comm ssion rul ed on these issues in Order No. 23,758 (August 7,
2001) .

The Conmi ssion concluded that it has the authority to
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permt disconnection for non-paynent of PAYS charges "as |ong as
this is clearly indicated in the utility's tariff.” 1d. at 8.
The Order stressed that "the key is clear tariff |anguage — and,
by extension, appropriate affirmative disclosures to PAYS
custoners about the consequences of non-paynent.” 1d. However,
t he Commi ssion deferred consideration of whether it would
actual ly endorse such an aspect of the PAYS pilot.

On the question of whether PAYS charges can lawfully

"run with the neter,” the Comm ssion indicated that it preferred
to define the relevant issue as "whether we may permt or require
autility to deny service to a new custonmer unless the custoner
agrees to assune any unsatisfied PAYS obligations relating to
PAYS neasures left on the prem ses by a predecessor custoner.”
Id. at 14 (noting that the "run with the neter" concept is
borrowed from | aw of covenants and equitable servitudes, and
Comm ssion | acks jurisdiction over real estate matters). The
Comm ssion concluded that it is within the agency's statutory
authority to permt or require service denials in such

ci rcunstances, particularly in light of the energy efficiency

obj ective contained in the Electric Industry Restructuring Act,
RSA 374-F: 3, X, and the Act's explicit investiture in the

Comm ssion of authority to inplenment its objectives, RSA 374-F: 4,

VII. The Comm ssion reserved judgnment on the ultinate question

of whether it would exercise its authority to permt a new
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custoner to assunme paynent obligations for PAYS neasures? that
antedated the custoner's occupancy of the prem ses, and, if so,
what di scl osure obligations would be inposed.

PSNH, NHEC, ECS, OCA and Staff submitted a Settl enent
Agreenment on Cctober 11, 2001. As described nore fully, infra,
the Settl enent Agreenent purported to resolve all issues in the
docket except for the method of collecting certain sharehol der
i ncentive paynments proposed by PSNH.  The Comm ssion conducted a
nmerits hearing on Cctober 17, 2001 at which Glbert E. Gelineau
Jr., PSNH s marketing support nanager, WIIliam Gabl er, NHEC s
energy services supervisor, Meredith Hatfield, energy policy
anal yst with ECS, and Paul A Cllo of EElI testified. No party
appeared in opposition to the Settlenent Agreenent, and the
Comm ssi on heard cross-exam nation and argunment on the

shar ehol der incentive issue.

1. POSITIONS OF THE PARTI ES AND STAFF

A Settl| enent Agr eenent

The settling parties agreed that NHEC and PSNH shoul d
conduct the PAYS pilot program described in the petitioners

April 12 filing, except as nodified by the Settlenment Agreenent.

2 Order No. 23,758 stressed that references to new
custoners assuni ng paynent obligations for previously installed
PAYS neasures referred to "responsibility for future paynents as
t hey accrue,"” not paynents that becane due during the previous
custoners' occupancy. Order No. 23,758, slip op. at 17 n.2.
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Under the terns of the Settlenent Agreenment, the PAYS pilot would
| ast for at |least two years, but not |onger than 30 nonths.

The conpanies' April 12 proposal, as endorsed by the
Settlement Agreenent, calls for NHEC to offer PAYS initiatives to
all residential and commercial custoners, with PSNH focusing on
muni ci palities and schools. PSNH al so agreed to offer PAYS
participation to other comrercial and industrial custoners if
muni ci pal participation is not sufficient, a change that would
requi re an anmendnent to the proposed tariff PSNH has subm tted.

At hearing, M. Celineau of PSNH expl ained that the conpany

wi shed to focus first on mnunicipal custonmers because this would
all ow the conpany to avoid significant costs associated with

nodi fyi ng additional billing systems, which would be necessary if
the program were to include other custoner groups.

The Settl enent Agreenent provides that PAYS neasures
installed on custoner prem ses as part of the pilot program
shoul d produce sufficient savings so that the cost of the
install ed products or neasures can be paid off through a nonthly
PAYS Del ivery Charge (PDC). Under the Settlenment Agreenent, the
PDC woul d be cal cul ated so that the neasure's total cost is equal
to no nore than two thirds of the estimated savings, allocated
over no nore than three quarters of the estimated useful life of
t he neasure, unless the customer agrees otherw se. The

Settl ement Agreenent nakes clear that custoner savings woul d not
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be guaranteed, but that if a customer notifies the utility that a
PAYS neasure has failed the utility will either have the neasure
repaired or permt the custonmer to discontinue remtting the PDC
Under these provisions, the utility may increase the duration of
the PDC to permt recovery of any repairs not covered by product
war r ant ees.

The Settl enent Agreenent distingui shes between
"portabl e" and "permanent” PAYS neasures, acknow edging the
exi stence of a "grey area" between the two that includes energy
ef ficiency nmeasures that "could be renoved fromthe prem ses but
may not be, dependi ng upon the particular situation of each
consuner and |l andlord/tenant relationship.”™ Settlenment Agreenent
at 3. In the instance of neasures falling into this "grey area,"
the utility's Energy Service Representative would nake a
determ nation as to the appropriate classification.

The distinction between portabl e and permanent neasures
is significant because, with regard to the former, under the
program envi si oned by the Settlenment Agreenent | andl ords woul d be
contractually bound to inform subsequent tenants that a PAYS
nmeasure had been installed in the rental space and the tenant
will incur a PDC. Likew se, sellers of prem ses containing a
PAYS nmeasure woul d be obligated to inform purchasers of the
exi stence of a PAYS neasure and an unsati sfied PAYS obligation.

I n each such instance, the notice requirenent applies only to the
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extent that the previous owner/tenant |eft before the PAYS
obl i gati on had been satisfied, and in each instance the new
owner/tenant's obligation would be limted to PDCs that were not
incurred by the previous owner/tenant. The Settlenment Agreenent
contains the recommendation that the Conm ssion "authorize the
bi ndi ng of subsequent custoners to paynent of unbilled PDC s only
when adequate and tinely notice is provided by the Uility,
| andl ords, owners or sellers” pursuant to a series of proposed
fornms that are appended to the Settlenent Agreenent.?

The settling parties and Staff recomend that the
Comm ssion grant the NHEC and PSNH the authority to di sconnect
custoners for non-paynent of PDCs. Citing the Conm ssion's
ruling in Order No. 23,758, the settling parties and Staff al so
poi nt out that the PAYS program as proposed requires the
utilities to mail a Custoner Responsibilities form fully
di scl osi ng the PAYS obligation, to each custoner occupying a

prem ses and taking service at a | ocation where unaccrued PDCs

3 These forns include: a Purchase Agreenent (for signature
by the utility and the customer prior to installation of the PAYS
measure), a Landlord Agreenent (for signature by a |andlord and
the utility at the tinme of installation of a PAYS neasure in a
tenant's prem ses), a Customer Responsibilities form (outlining
custoner responsibilities with regard to PAYS neasures, to be
provided by utilities to successor PAYS custoners), a Contractor
Install ation Agreenent (for signature by the utility and the
contractor installing a PAYS neasure) and a New El ectric Custoner
Di sclosure form(to be provided to purchasers or |essors of
property at which a PAYS neasure has been installed for which an
ongoi ng PDC obligation applies).
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remain.

Simlarly, the Settlenent Agreenment reconmends that the
Comm ssion exercise its authority to permt utilities to nake
PAYS obl i gati ons bindi ng on subsequent custoners, to the extent
that unbilled PDCs renain after the departure of the previous
custoner. The Settlenent Agreenment points out that |andlords
will be contractually bound to informnew tenants of this
obligation, with a failure to provide this disclosure triggering
a right of the tenant either to pay the PAYS charges, termnate
the | ease or pursue any other available renedies. According to
the Settl enent Agreenent, the sane renedies would al so be
avai |l abl e for purchasers who are not informed by their sellers of
an ongoi ng PAYS obligation.

The utilities' initial proposal called for an
eval uation of the PAYS pilot after 18 nonths of operation. The
Settl ement Agreenent adopts this approach, but al so provides for
the filing by the NHEC and PSNH of quarterly reports to the
parties and Staff with regard to program participation and
expenditures. The Settlenent Agreenent also calls for the two
utilities to meet with the parties and Staff twice yearly to
review the reports and di scuss the progress of the program

In addition to the forns descri bed above, attached to
the Settl enent Agreenent are proposed tariff pages that would

i npl enent the pilot. Both conpanies' proposed tariffs nake clear
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t hat custoner PDC obligations nay continue beyond the term nation
of the PAYS pilot itself.

B. Public Service Conpany of New Hanpshire

In addition to urging the Conm ssion to approve the
Settl ement Agreenent as proposed, PSNH al so asks the Conmmi ssion
to approve a sharehol der incentive nmechanismas part of the PAYS
pilot. According to the utilities' April 12, 2001 filing:

Del ivery Service conpanies are allowed to earn an

i ncentive on the funds used for Energy Efficiency
Projects. Because PSNH wants to do all they can to
make sure the PAYS Pilot Programis a success, PSNH
proposes that the incentive be based on 6% of the funds
| oaned out in any given year. This will encourage the
conpany to certify and provide financing for as many
PAYS projects as possible. It wll also encourage PSNH
to keep administration costs | ow so that nore of the
funds are used for | oans.
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In support of this proposal, and, in particular, in support of
the proposition that any sharehol der incentive should be
recovered at the tinme program funds are di sbursed, PSNH poi nted
out at hearing that program marketing is key to its success and
that the bulk of PSNH s PAYS-related effort will involve getting
t he PAYS funds into the community. PSNH further pointed out that
| ess than one quarter of one percent of its receivables in any
given year are witten off, thus attenuating the need to peg any
shar ehol der incentives to the repaynent (as opposed to the
di sbursenent) of PAYS funds. PSNH al so notes that its proposed
six percent incentive only relates to approximately one third of
t he overal |l PAYS budget, because the incentives are recovered
only on | oans actually nade.

PSNH additionally took the position that its proposed
shar ehol der incentive nmechanismhere is consistent with the
approach taken by the Commission in Order No. 23,574 with regard
to sharehol der incentives in the energy efficiency context
generally. In Order No. 23,574, the Comm ssion accepted the
shar ehol der incentive proposal advanced by the Energy Efficiency
Working G oup. As summarized in the Order, the Wrking Goup's
shar ehol der incentive approach was "based on the performance of
the prograns neasured in terns of their actual-cost effectiveness
and energy savings relative to the projected cost-effectiveness

and energy . . . savings, respectively.” Oder No. 23,574, slip
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op. at 6. Eschewi ng prior approaches based on conpensating

shar ehol ders based on | ost fixed-cost revenues, the Wrking G oup

recommended shar ehol der incentive paynents of 8 percent of

i ndi vi dual program budgets, with "[s]uperior perfornmance"

possi bly rewarded with an incentive of up to 12 percent. Id.
PSNH i ndi cated its non-agreenment with proposals to

all ow the recovery of sharehol der incentive paynents only upon

custoner repaynent of PAYS funds. According to PSNH, sone of

t hose repaynents may not occur until 2013 and it woul d be

i nappropriate to require shareholders to wait that | ong.

C. Governor's Ofice of Energy and Community Services

In addition to supporting the Settl enment Agreenent, ECS
indicated that it advocates a "m ddle ground” with regard to the
PSNH shar ehol der incentive issue. This would involve permtting
PSNH to recover half of its sharehol der incentive at the time of
| oan di sbursenment and the renai nder at repaynent.

D. Ofice of Consuner Advocate

OCA al so urged the Conmm ssion to approve the Settl enent
Agreenment. Wth regard to the sharehol der issue, OCA indicated
that it could support an incentive of between 0 and 6 percent,
based on a determ nation of what portion of the program budget
PSNH had spent prudently. OCA stated that it supported a
mechani sm wher eby PSNH recovered any such incentive paynents at

the time PAYS funds are paid back.
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E. Staff
As did the other signatories, Staff urged the
Comm ssion's adoption of the Settlement Agreenent. On the
subj ect of the sharehol der incentive, Staff stressed that (1) it
viewed the issue as a relatively small point of controversy to be
resolved in the context of an overall |audatory initiative by
PSNH and the NHEC to i nplenent a PAYS pilot, and (2) it was not
the propriety or even the amobunt of sharehol der incentive for
PSNH, but only the timng of its recovery. According to Staff,
because no PSNH sharehol der funds are at risk (given that the
PSNH aspect of the PAYS pilot is funded by funds received through
the RSA 374-F: 3, VI system benefits charge) and because the risk
of non-repaynent with regard to the custoner group PSNH proposes
to serve in the PAYS pilot (nunicipalities) is very |low, the
appropriate juncture for PSNH to recover its sharehol der
incentive is upon repaynent of the PAYS funds by the custoner.
Staff noted that, of seven key inplenentation tasks

identified in the appendi x to the NARUC Paper, all are the
responsibility of the utility in question and all involve actions
t hat nust be taken after disbursenent of PAYS funds. Therefore,
according to Staff, sharehol der incentives should be deferred to
t he post-di sbursenent period in order to match the recovery with
the activities being incented. Noting that both ECS and the EE

witness, M. Cllo, had indicated support for a so-called split
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incentive (i.e., with recovery divided between the di sbursenent
and repaynment of |oan funds) Staff indicated that it could
support such an approach. Staff noted that sharehol der
incentives of the sort proposed here conprise a form of
per f or mance- based ratenmaking, and thus it is inappropriate to
apply principles derived fromtraditional rate-of-return
rat emaki ng to the i ssue of whether, and when, PSNH shoul d recover
a sharehol der incentive in connection w th PAYS.
I11. COW SSI ON ANALYSI S

As we have already had occasion to note in this docket,
the Legislature has instructed the Conm ssion to design the
restructuring of the state's electric industry so as to "reduce
mar ket barriers to investnents in energy efficiency and provide
incentives for appropriate denmand-si de managenent and not reduce
cost-effective custonmer conservation.” RSA 374-F:3, X, see also
RSA 374-F: 4, VII1 (authorizing Conm ssion "to order such charges
and ot her service provisions and to take such other actions that
are necessary to inplenment restructuring and that are
substantially consistent with the principles established in [the
Restructuring Act]"). Cognizant of this mandate, we stated in
Order No. 23,574 that "[a] properly designed Pay As You Save
(PAYS) program. . . could potentially unleash pent-up consuner
demand for efficiency nmeasures.”™ Oder No. 23,574, slip op. at

18. Accordingly, we directed the NHEC and PSNH, working together
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if possible, to propose a PAYS pilot that would involve up to ten
percent of the two utilities' conbined Demand- Si de Managenent
budget s.

Havi ng revi ewed the conpani es' proposal, as anmended and
further explained by the Settlenment Agreenent into which the
conpani es have entered with the other active parties in this
docket and Staff, we will approve it, subject to our discussion
of the sharehol der incentive issue, infra. The PAYS pilot the
NHEC and PSNH have proposed cl osely resenbl es the program
described in the NARUC paper and, thus, will nake New Hanpshire a
key | aboratory in determ ning whether the hypot heses presented to
NARUC about market transformation are valid. W commend the
conpanies for their energetic participation in the PAYS
experi ment.

As recommended by the Settl enent Agreenent, we wll
explicitly approve the two aspects of the PAYS programthat we
indicated were within our authority in Order No. 23,758: utility
authority to inpose disconnection for non-paynent of PAYS
charges, and utility authority to require custoners to assune
PAYS paynent obligations when begi nning service at prem ses where
per mmnent PAYS neasures have been installed and unaccrued PAYS
paynents remain. W are satisfied that the proposal contained in
the Settl enent Agreenent includes appropriate disclosure

saf eguards, and we agree with those parties who point out that
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t hese di sclosures are key elenents. They are key not only
because they are consistent with the way utilities nust treat
their custoners generally, but al so because inadequate
di scl osures woul d underm ne the public's confidence and interest
in the PAYS program

We note, with approval, that the programreflected in
t he conpani es’ proposal and the Settl ement Agreenent contenpl ates
that | andl ords and owners will undertake certain |egally binding
notification obligations concerning tenants and purchasers of
realty at which permanent PAYS neasures are installed. It is
appropriate for us to require the utilities to inpose these
obligations as a critical part of the PAYS pil ot program design.
We caution, however, that we lack the jurisdiction to enforce
| andl ord-tenant disputes, or disputes that arise between
purchasers and sellers of real estate, that do not arise under
our enabling statutes even though they may concern the adequacy

of PAYS notifications.
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The settling parties and Staff have appropriately
pl aced consi derabl e enphasi s on program eval uati on. Qovi ously,
the objective of this pilot programis to establish a working
basi s for maki ng PAYS avail abl e t hroughout New Hanpshire. The
best neans to assure the achi evenent of this objective is through
appropriate and thorough evaluation — not sinply at the
conclusion of the pilot, but at all stages, as envisioned by the
Settlement Agreenent. W will expect the utilities to honor
their conmtnents in this regard.

On the question of PSNH s sharehol der incentive, we
return to the principles articulated in Order No. 23,574. There,
we approved an incentive mechanismthat we intended to apply
generally to energy efficiency prograns. W described the
purpose of this fornmula as giving the utilities an "opportunity
to provide, at least for now, utility-sponsored prograns that
woul d either not be provided by the market or programs that wll
help the transition to non-subsidized energy efficiency
prograns.” Order No. 23,574, slip op. at 20. W stressed that

[t]he utility nust denonstrate that the program for
which it seeks incentive paynents offers custoners
extraordi nary benefits and will enhance the nove toward
ei ther non-subsi di zed [ Denand- Si de Managenent] prograns
or market-based energy efficiency. These benefits

shoul d be over and above what woul d accrue to
ratepayers with prudent utility managenent.

Wil e there may be some argunent whet her PSNH has nade
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such a showi ng here, we find that the PAYS pilot is a | audable
initiative, reflecting both an innovative approach to energy
efficiency and a high | evel of cooperation anong two of the
state's utilities and other interested parties.

Nonet hel ess, we al so note PSNH s response to the
Comm ssion's record request at hearing, which confirmed that PSNH
rat epayers are already rewardi ng the rel evant PSNH enpl oyees for
any exenplary work on the PAYS programthrough enpl oyee incentive
paynents that PSNH recovers in base rates. Thus, in a sense PAYS
custoners are being asked to provide two incentive paynents to
PSNH — one to sharehol ders and one to enpl oyees. There is a
| egiti mate question here of whether such paynents are equitable.
Moreover, we note that the Settl enent Agreenent pending
before us purports to resolve "all outstanding issues in this
proceedi ng, except for the nethod of collecting the sharehol der
incentive proposed by PSNH. " Settlenent Agreenent at 1. One of
t he "Basi ¢ Understandi ngs” of the Settlenment Agreenent is that
PSNH and the NHEC wi ||l conduct the PAYS pilot described in their
April 12, 2001 filing, see id. at 2, and the April 12 filing, in
turn, recites that PSNH will recover a 6 percent incentive
paynent on PAYS | oans. The Settlenment Agreenent is "expressly
condi tioned upon the Conm ssion's acceptance of all its
provi sions without change or condition,” barring which the

Agreenment woul d becone "null and void and wi thout effect." Id.
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at 5. In these circunstances, our understanding is that we nmay
take any action we deem proper as to the nethod of recovery by
PSNH of a sharehol der incentive, because that issue is expressly
reserved as a contested one, but a ruling that denies or reduces
t he ambunt of the sharehol der incentive would void the Settl enment
Agr eenent .

In view of the evidence adduced at hearing, we wll
adopt Staff's position and rule that PSNH shall recover its
proposed sharehol der incentive on PAYS funds as they are duly
paid back to the utility. W agree with Staff that this recovery
mechani sm pl aces the incentive where it bel ongs, across the
entire course of the PAYS program so that PSNH is encouraged to
be vigilant in both seeking PAYS participants and in assuring
their conpliance with the programuntil the PAYS obligation is
satisfied. Although we are permtting PSNH to recover its
proposed incentive, we are concerned about the double recovery
i ssue descri bed above. To address this concern we direct that,
in the event PSNH decides to financially reward its enpl oyees for
their work on the PAYS program any such rewards or bonuses paid
above and beyond the enpl oyees’ annual sal aries shall be funded
by the incentive paynent and not by base rate revenues.

Since the program we approve today is of a pilot
nature, it should be understood that all program conponents —

i ncludi ng the existence, extent and tim ng of any sharehol der
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incentive — are subject to ongoing evaluation. W reserve the
right at the conclusion of the pilot to inplenent PAYS prograns
that differ in material respects fromthe initial effort we
endor se now.

' V. CONCLUSI ON

I n conclusion, we again express our appreciation to the
parties, particularly the NHEC and PSNH, for their conmtnent to
the PAYS pilot. The program has the potential to becone a key
aspect of Denmand- Si de Managenent efforts in New Hanpshire's
restructured electric industry. W |ook forward to the
utilities' vigilant efforts to nake this pilot program s
potential a reality.

Based upon the foregoing, it is hereby

ORDERED, that the Settlenment Agreenent entered into by
Publ i c Service Conpany of New Hanpshire, New Hanpshire Electric
Cooperative, Inc., the Governor's Ofice of Energy and Community
Services, the Ofice of Consunmer Advocate and the Staff of the
Commi ssion in this docket is APPROVED;, and it is

FURTHER ORDERED, that the PSNH sharehol der incentive
mechani sm described in the April 12, 2001 filing of Public
Servi ce Conpany of New Hanpshire and New Hanpshire El ectric
Cooperative, Inc. is approved except insofar as PSNH nay recover
i ncentive paynments only upon repaynent of program funds by

custoners, as nore fully set forth above.
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By order of the Public Utilities Conm ssion of New

Hanpshire this twenty-ninth day of Novenber, 2001.

Thomas B. Getz Susan S. Gei ger
Chai r man Comm ssi oner

Attested by:

Claire D. DG cco
Assi stant Secretary



